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first payment on an ILP Loan for two 
years from the date of the first dis-
bursement. Interest will accrue on all 
disbursed funds during the deferment 
period. Accrued interest will be added 
to the outstanding principal balance at 
the end of the deferment period and 
amortized over the remaining life of 
the loan. An ILP Intermediary may 
prepay an ILP Loan at any time with-
out penalty. 

(e) Collateral. SBA does not require 
the ILP Intermediary to provide any 
collateral for an ILP Loan. 

(f) Fees. SBA does not charge an ILP 
Intermediary any fees for an ILP Loan. 

§ 109.320 ILP Loan purposes. 

(a) ILP Loan funds must only be used 
to provide direct loans to Eligible 
Small Business Concerns for working 
capital, real estate, or the acquisition 
of materials, supplies, furniture, fix-
tures, or equipment. 

(b) ILP Loan funds must not be used 
for any other purpose, including main-
tenance of loan loss reserves or pay-
ment of administrative costs or ex-
penses of the ILP Intermediary. 

§ 109.330 ILP Relending Fund. 

(a) General. The ILP Intermediary 
must establish and maintain an ILP 
Relending Fund for as long as it has an 
outstanding balance owed to SBA 
under this program. The ILP Relending 
Fund must be in an account separate 
and distinct from the ILP 
Intermediary’s other assets and finan-
cial activities. 

(b) Contents of the ILP Relending 
Fund. All ILP Loan proceeds disbursed 
from SBA to the ILP Intermediary 
must be deposited into the ILP Re-
lending Fund. All payments received 
by the ILP Intermediary on loans made 
to Eligible Small Business Concerns 
must also be deposited into the ILP Re-
lending Fund. The ILP Intermediary 
must not commingle funds from any 
other public programs (including other 
SBA programs) in this account. 

(c) Interest earned. The ILP Inter-
mediary is not required to retain the 
interest portion of payments received 
on loans made to Eligible Small Busi-
ness Concerns in the ILP Relending 
Fund or to retain the interest earned 

on the ILP Relending Fund in the ILP 
Relending Fund. 

(d) Allowable uses of the ILP Relending 
Fund. The ILP Intermediary must use 
the ILP Relending Fund to disburse 
loans made to Eligible Small Business 
Concerns under this program and to 
make payments to SBA on its ILP 
Loan; it may not use the ILP Re-
lending Fund for any other purposes. 

§ 109.340 Lending requirements. 

(a) Initial lending requirement. The 
ILP Intermediary must commit 100% of 
its ILP Loan funds to Eligible Small 
Business Concerns within two years of 
the date of the ILP Note. The Asso-
ciate Administrator for Capital Access 
(AA/CA) or designee may approve ex-
tensions to the initial lending require-
ment on a case-by-case basis. 

(b) Ongoing relending requirement. 
After meeting the initial lending re-
quirement, the ILP Intermediary must 
relend the funds in the ILP Relending 
Fund so that the total principal bal-
ance of loans outstanding to Eligible 
Small Business Concerns does not fall 
below 75% of the outstanding principal 
balance of the ILP Loan at any time 
while the ILP Loan is outstanding. Ex-
ceptions to this requirement will be 
considered by the AA/CA or designee on 
a case by case basis based on the par-
ticular facts and circumstances of the 
ILP Intermediary. 

§ 109.350 Maintenance of loan loss re-
serve. 

The ILP Intermediary must maintain 
a reasonable loan loss reserve appro-
priate for the quality of the ILP 
Intermediary’s portfolio in a federally 
insured depository account established 
by the ILP Intermediary at a well-cap-
italized financial institution. The loan 
loss reserve must be in an account sep-
arate and distinct from the ILP 
Intermediary’s other assets and finan-
cial activities. This reserve must be 
maintained at not less than 5% of the 
principal balance of all outstanding 
loans to Eligible Small Business Con-
cerns made from the ILP Relending 
Fund. The AA/CA or designee may re-
quire the ILP Intermediary to main-
tain a larger loss reserve if the AA/CA 
determines that the ILP 
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